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Buying insurance the D-I-Y way 
Published in Sunday Times, 14 Jun 2015 
 
Singaporeans face two key risks in life: dying too young and living too long. The latter risk, commonly known as 
longevity risk, has been the key focus of the Central Provident Fund Advisory Panel's recent deliberation and 
recommendations. By saving the Basic Minimum Sum and purchasing a life annuity, Singaporeans can hedge the 
risk of outliving their lifetime savings. 
How about the risk of dying too young? When it happens, the consequences can be devastating especially if the 
deceased is the sole breadwinner. Clearly, our mortality risk must be hedged if we have dependants and the main 
vehicle to achieve that is life insurance. 
Bridging the underinsurance gap 
Are Singaporeans adequately insured? In a study commissioned by the Life Insurance Association, Singapore in 
2012, it was found that the average protection gap of working adults in Singapore amounted to $242,500, or about 
3.7 times their annual income. The industry's rule of thumb is for individuals to have insurance protection of 10 
times their annual salary. 
Life insurance products sold to Singaporeans tend to be whole life, endowment policies or investment-linked life 
insurance policies. Given that these products come with both protection and investment/savings elements, not all 
premiums paid go towards acquiring insurance coverage. 
This is because a portion of the premiums is invested to build up the benefits payable (known as cash or surrender 
value) when the policy matures or when one surrenders the policy. This means these products typically charge 
higher premiums. 
One may conclude that these products may not best meet the needs of Singaporeans who require access to low-
cost life insurance products to close their protection gaps. 
This situation has now changed with the introduction of direct purchase insurance (DPI) products by the 
Monetary Authority of Singapore (MAS) and insurance companies. 
DPI, which will make simple life insurance products more accessible and affordable to Singaporeans, caters to 
consumers who know their insurance needs and prefer to buy life insurance products without receiving advice. 
Now, these consumers can purchase term-life and whole-life products with total and permanent disability cover 
and an optional critical illness rider directly from insurance companies, bypassing insurance agents or financial 
advisers. 
DPI have broadly standardised features and are generally adequate in meeting the needs of most Singaporeans. 
For example, the top 5 critical illnesses (which account for over 90 per cent of all severe stage claims received by 
life insurers), together with 25 other critical illnesses, are covered under the critical illness rider. As no financial 
advice is provided, consumers need not pay commissions. 
The bottom line is that basic life insurance products can now be bought more cheaply and with ease. 
 
 
  
Spurring competition in the insurance industry 
DPI fosters greater competition in the life insurance market as it introduces cost competition between products 
offered by the existing commission-based distribution channels and the new direct channel. 
To cater to consumers who prefer customised life insurance products that provide more comprehensive coverage, 
insurers can innovate and improve on the features of insurance products offered through their commission-based 
channels. 
Overall, consumers will benefit by gaining access to more diverse insurance products, ranging from simple 
products such as DPI at a lower cost to differentiated and more comprehensive ones with enhanced features. 
There have been concerns raised by financial advisory representatives that the launch of DPI may pose a threat to 
their livelihood. 
While it is true that financial advisory representatives may face additional competition from the direct sale of life 
insurance products, there is scope for them to provide more value-added services to consumers. 
Financial advisory representatives can distinguish themselves by offering a holistic suite of financial planning 
services and products and providing quality advice on more customised insurance products. It is important for 
financial advisory representatives to put consumers' interests first so that consumers' needs will be better served. 
This, in turn, will boost confidence and raise overall standards in the financial advisory industry. Over the longer 
term, the goal is to transform the industry from a sales-based sector to an advice-focused one. 
Suitability of DPI 
While there may be risks associated with buying DPI without advice, the safeguards instituted by the MAS will 
go some way towards mitigating such risks and help consumers make informed financial decisions. 
One useful tool available to consumers is compareFIRST. compareFIRST (www.comparefirst.sg) is a user- 
friendly online portal that enables consumers to easily compare the premiums and features of DPI and other life 
insurance products. 
Online calculators are also readily available on the CPF and MoneySENSE websites to help consumers estimate 
their insurance needs and assess premium affordability. 
Prior to making a DPI purchase, consumers will be given a factsheet describing the key product features of DPI 
and a checklist to ensure they make truthful and complete medical and financial declarations to the insurer. 
Consumers should take note that just like all other life insurance products, some insurers do not cover certain pre-
existing medical conditions for DPI while others may cover these conditions at a higher premium. Consumers 
should therefore study the product summaries and policy contracts carefully. 
Insurers are expected to institute the same underwriting and claims process for the purchase of both DPI and non-
DPI products. 
Ultimately, consumers have the responsibility to assess their needs and enhance their financial preparedness. If 
after accessing available online resources, consumers are still unsure what type of insurance to purchase, they 
should seek advice from insurance agents or financial advisers. 
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